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Evaluating the Impact of Internal and External Environmental Factors on Human Resource Management Effectiveness: A PESTLE Analysis of Unilever PLC
[bookmark: _Toc236077147]1. Introduction
Human Resource Management (HRM) is a strategic practice that helps the organisation fulfil its mission by handling its human resources in a manner that ensures their long-term sustainability, growth, and well-being. Today's workplaces face ever-changing business conditions with political, economic, technological and social factors affecting the demands placed on workforces. HR managers should shift away from merely organising administrative duties and participate in corporate strategy by recruiting effectively and investing in employee growth, performance auditing and employee engagement (Armstrong and Taylor, 2023).
Recruitment and selection, training and development and performance management and employee relations are some of the key HR areas. These activities enable organisations to hire qualified staff, develop employees' abilities, boost productivity, and promote good relations in the workplace (Bratton and Gold, 2023). But HR managers are affected by external environmental factors such as changes in government policies, labour market conditions, technological innovation, employment legislation and sustainability expectations (Dessler, 2023).
The study aims to assess the impact of external and internal environmental factors that influence the effectiveness of HRM and uses the PESTLE analysis to analyse Unilever PLC. It explores its relevance and restrictions and considers the factors that affect HR practices within a multinational company in various international markets.
[bookmark: _Toc236077148]2. Internal and External Environment
[bookmark: _Toc236077149]2.1 Understanding the PESTLE Framework
Business environments have internal and external influences that affect the performance of organisations and their decision-making. Internal factors are aspects that are under the control of an organisation, whereas external factors are from the wider business environment and require organisations to learn about and adapt to. A commonly used analytical tool is the PESTLE framework, which looks at six main factors: Political, Economic, Social, Technological, Legal and Environmental (Johnson et al., 2020).
PESTLE helps businesses identify opportunities and threats that could affect their performance and strategy. External influences have to be understood by HR managers to have a direct impact on recruitment, workforce planning, employee development, performance management and employee wellbeing. HR professionals can actively respond to external shifts and adapt their strategies to maintain the resiliency and competitiveness of their organisation. (Armstrong & Taylor, 2023)
[bookmark: _Toc236077150]2.2 Influence of PESTLE Factors on HR Management
Political factors include government stability, government taxation policies, and government immigration and employment policies. These can affect workforce planning and recruitment, especially at multi-national companies working in various nations. Many organisations, for instance, faced problems with recruitment due to immigration policies after Brexit that reduced the flow of skilled people from the European Union. HR managers were thus required to adapt their recruitment practices and develop their HR talent strategy with a focus on local HR talent development and succession planning (CIPD, 2025).
Economic considerations like economic growth and labour market conditions, unemployment and rate of inflation strongly impact HR decision-making. In times of high inflation, companies are likely to feel pressured to adjust compensation, match competitors' offers and retain employees. A downturn in the economy may also dictate that HR managers need to manage costs but still keep staff motivated through training, career development and a flexible reward system (Dessler, 2023).
Social Factors are associated with political changes, employee expectations, cultural diversity and lifestyle preferences. There is a greater emphasis on diversity, work-life balance, flexible working arrangements and career development opportunities for modern employees. As a result, HR managers are required to create policies that foster equality, employee wellbeing, and engagement and meet the evolving demands of the workforce (Bratton and Gold, 2023).
Technology has changed HR practices with online recruitment platforms, AI (Artificial Intelligence), HRIS (Human Resource Information System) and online platforms for learning. These technologies streamline the recruiting process and enhance employee performance management and workforce planning. Rapid technological change, however, means that human resource managers must keep offering employees constant training and reskilling programs to ensure that they have the skills required for the increasingly digital workplace (Noe, 2023).
Legal factors are highly significant in HRM since employment laws are in place for recruitment, equality, employees' rights, workplace safety, and dismissals. It is essential that HR managers make sure organisational policies are aligned with the applicable employment laws to help reduce the possible legal risks and keep the organisation's practices equitable. Adhering to requirements also boosts the organisation's reputation as well as employee trust (CIPD, 2025).
Environmental factors have gained prominence in recent years due to heightened focus and concern about sustainability, corporate social responsibility, and climate change. Organisations need to work in an eco-friendly manner, with HR managers acting as enablers by raising awareness about the importance of sustainability, designing green HR programs and fostering greener employee behaviour. This type of work also improves company branding by helping to attract people who have a positive attitude toward sustainable business practices (Renwick et al., 2022).
[bookmark: _Toc236077151]2.3 Usefulness and Limitations of the PESTLE Framework
The PESTLE model offers a structured, systematic method for organisations to analyse the external environmental factors they could benefit from or face and to find opportunities and threats. It can facilitate HR managers to make proactive decisions by predicting future Sustainable Human Resources issues such as skills shortages, technological disruption and regulatory changes, being able to formulate HR strategies accordingly before they impact organisational performance (Johnson et al., 2020).
However, the system has some drawbacks. It mainly concerns the surrounding conditions and doesn't assess internal organisational aspects like leadership competency, organisational culture and employee performance. Furthermore, external factors evolve quickly, and PESTLE analysis should be regularly updated to be relevant. Hence, organisations usually integrate PESTLE with other strategic instruments like SWOT analysis for a more comprehensive analysis of business surroundings (Kotler and Keller, 2022).
[bookmark: _Toc236077152]3. Application of the PESTLE Framework to Unilever PLC
[bookmark: _Toc236077153]3.1 Political Factors
As a multinational corporation with operations in over 190 countries, Unilever is heavily affected by politicians, political stability, trade policies, taxation laws, and immigration laws. The following aspects directly impact HR, such as recruitment, workforce planning and talent management across countries. An example of this is the impact of altering the UK immigration rules post Brexit, which affected the availability of skilled workers from the UK. To address this, Unilever further promoted talent development in-house by implementing the recruitment of graduates, apprenticeships, and leadership development programmes to lessen reliance on foreign workers (CIPD, 2025).
In addition, certain developing nations have poor political stability, which can also interrupt business activity and pose threats to employee safety. HR managers thus have a role to play in formulating contingency plans, assisting employee well-being as well as ensuring business continuity during political uncertainty. This highlights how HR plays a role in managing employees' work as well as the organisation's risk management and resilience (Bratton and Gold, 2023).
[bookmark: _Toc236077154]3.2 Economic Factors
Labour cost, employee expectations, and organisational budgets are significantly affected by economic conditions and make a strong impact on the HR decision-making process. Higher inflation, increasing living costs and changing exchange rates stress organisations to pay competitive salaries and budget operating expenses. Unilever's HR managers review reward strategies regularly to ensure that employee compensation is kept fair and competitive in the various markets (Unilever, 2024).
Economic uncertainties also impact employee retention. In times of economic uncertainty, workers tend to prioritise career growth and job stability. In turn, Unilever focuses on programmes for employee learning, leadership development and wellbeing to enhance engagement and decrease staff turnover. The company prioritises reskilling and internal career transitions over temporary workforce cuts to ensure sustained organisational performance, particularly during economic downturns (Noe, 2023).
HR policies need to be adjusted to local situations as the economic climate differs from country to country. Staff in developed countries favour flexible working and career development opportunities, while staff in developing countries may be more concerned with earnings, security and medical benefits. Therefore, Unilever meets both global HR norms and local economic requirements for fairness and satisfaction.
[bookmark: _Toc236077155]3.3 Social Factors
Great shifts in social dynamics have altered expectations from employees, and radically affected HR practices. Today's workforce is more likely to prefer diversity, equality, inclusion (DEI), flexible working, employee wellbeing and employment opportunities. Failing to fulfil these expectations could make it difficult to recruit and keep skilled employees (Armstrong and Taylor, 2023).
Unilever has mainstreamed Diversity, Equity and Inclusion (DEI) in its HR policies to champion non-discrimination based on gender, ethnicity, disability and age. It also offers leadership development initiatives for underrepresented groups and fosters an inclusive organisational culture that embraces diversity of thought (Unilever, 2024).
Another crucial social factor is employee wellbeing. Unilever offers flexible working options, mental health support and wellbeing programs to enhance employee wellbeing and engagement. Nonetheless, HR managers also need to understand that there are cultural differences between countries since employees' expectations and values differ from region to region. Therefore, HR policies should be flexible enough to accommodate local cultural practices and uphold organisational global values (Bratton and Gold, 2023).
[bookmark: _Toc236077156]3.4 Technological Factors
Technology has revolutionised HR management, making it more efficient in various ways, including improving recruitment, employee development and performance management. Human Resource Information Systems (HRIS) and data analytics, combined with digital recruitment platforms and AI, provide a way for HR managers to make quicker and more informed hiring decisions (Dessler, 2023).
Unilever is digitally transforming its recruitment and talent management processes. Unilever is applying digital technologies to optimise recruitment and talent management processes. AI tools provide more efficient screening, and employees can continuously gain new skills online. Workforce analytics is also used by HR managers to keep track of their employees' performance, skills gap analysis, and support in strategic workforce planning (Unilever, 2024).
Although these are advantages, technological shifts also bring about difficulties as staff have to adapt their digital skills on an ongoing basis. Hence, HR managers are a critical part of creating training and development initiatives for digital transformation and future workplace needs. Organisations' competitiveness depends at the core on continuous learning (Noe, 2023).
[bookmark: _Toc236077157]3.5 Legal and Environmental Factors
Compliance with legal requirements is integral to HR management. It is the responsibility of Unilever as a global company to abide by a varying range of employment laws across the globe in which Unilever operates. The HR manager is legally obligated to ensure equal opportunities in recruitment, employee safety, and proper employment practices under legislation such as the Equality Act 2010, the Employment Rights Act 1996, and the Health and Safety at Work Act 1974 in the UK (CIPD, 2025). Non-compliance with legal requirements can lead to financial fines as well as damage to reputation and loss of employee confidence.
Multinational organisations are also making environmental sustainability a key business priority. Business stakeholders are increasingly demanding businesses cut environmental footprints and show responsible business practices. Unilever is meeting these expectations with its sustainability strategy, urging staff to take part in environmental projects and introducing sustainability into the organisation's culture (Unilever, 2024). HR professionals play their part by offering sustainability training, encouraging sustainable behaviour in the workplace and introducing sustainability as a component of employee engagement initiatives. These efforts further enhance employer branding and appeal to those seeking a socially responsible and sustainable employer (Renwick et al., 2022).
[bookmark: _Toc236077158]4. Conclusion
HRM is key in helping all organisations meet the goals and objectives in an effective way by employing HR functions such as employee relations, development, performance management and recruitment. This report has shown that HR managers face a lot of challenges that affect their day-to-day activities and which can be understood by using the PESTLE framework. Organisations have to be flexible and adjust their strategies and shift permanently based on political, economic, social, technological, legal and environmental factors influencing HR policies. 
The present paper presents the case of Unilever PLC as a multinational company that adopts global HR standards and adjusts them to the local needs of the business whilst addressing environmental changes. Organisations can proactively manage external factors, with a focus on employee growth, legal and sustainability improvements, to better empower their HR teams, boost employee engagement and ensure long-term organisational competitiveness.
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